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The Honorable Charles L. A. Terreni
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RE:  Notice of Workshop — Generic Proceeding To Explore A Formal Request For Proposal
For Utilities That Are Considering Alternatives To Adding Generating Capacity |
Docket No. 2005-191-E

Dear Mr. Terreni:

LS Power Associates, L.P. appreciates the opportunity to have participated in the
March 13, 2008 workshop, and would like to offer the Commission these post-workshop
comments on the presentation by South Carolina Electric & Gas Company, Duke Energy
Carolinas, LLC, and Progress Energy Carolinas, Inc. (the "Utilities"). The comments are limited
to the exceptions to the use of RFPs proposed by the Utilities, and provisions that could have a
negative impact on the perceived fairness of the process.

Exceptions to the Use of RFPs

In their presentation, nine broad cases where exceptions to the RFP process would be
acceptable, which seemed to cover one way or another every possible situation. In Order 2007-
626, the Commission states "Therefore, in order to test competitive generation procurement
opportunities without jeopardizing reliability or cost, RFPs will only be mandatory for new
peaking requirements." The commission does not say RFPs will be mandatory with certain
exceptions. The commission states that RFPs are mandatory for new peaking requirements.

However, LS Power recognizes several of the scenarios presented by the Utilities, such as
short-term purchases, may be valid situations where an RFP may not be practical. The
Commission should ensure that an exception is not so broad that it creates a loophole in the
intent of the order. Three exceptions proposed by the Utilities appear to lend themselves to the
opportunity for abuse. The first is the proposed exception for near-term capacity needs, defined
as less than 18 months away. The Commission should ensure that the near-term capacity need is
due to a legitimate emergency situation of load growth in excess of the forecast, and not due to
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the inaction of the utility in procuring resources. The second exception is repowering of existing
facilities. A repowering which consists of retiring an existing unit and constructing a new unit at
the site is really two independent decisions — one to retire a unit, and a second to construct a new
unit at the site. There is not a valid reason to not test the proposed new unit against alternatives.
Otherwise, this provision could lend itself to abuse. Finally, the Utilities propose an exception if
10% or more of the entity's generation capacity is already purchased from others. This objection
to RFPs, that an incumbent only has a 90% market share for its supply, was raised at the hearing
in this matter, and the Commission considered and rejected it in Order 2007-626. Such an
exception has no legitimate basis, and this broad exception could also lend itself to abuse.

Perceived Fairness of the Process

LS Power commends the Utilities for proposing a process which is generally very fair.
As discussed at the hearing in this docket, the perceived fairness of the process is critical for
attracting a large number of competitive bids, which increases the likelihood of identifying the
lowest cost resource for ratepayers. However, two provisions proposed by the Utilities introduce
subjectivity to the process and present the opportunity for unfair results. The Utilities propose
that changes to the evaluation criteria or analysis methods after bids are received should be
permitted, provided the reason for the changes is documented. LS Power cannot imagine a
situation where it would be fair to change the rules mid-stream. Even if such justification could
be imagined, we submit that the negative impact to the fairness of the process would offset any
benefit of changing the evaluation criteria. Second, the Utilities propose to request to allow
bidders to refresh/update their bids. Not only is this unfair, but it provides the opportunity for
bidders to game the process by submitting a low-ball bid to remain on the shortlist, then increase
their price during the refresh process. Allowing a refresh introduces subjectivity into the process
which has a negative impact on the process.

Finally, there was a question by the Commission regarding the provision that the utility
may revise its capacity needs forecast to reduce, eliminate, or increase the amount of power
sought at any point during the RFP process or negotiations. LS Power can confirm that this
provision is a standard provision in RFP's throughout the country, and perceives this provision as
fair, provided the entity's capacity needs truly change due to exogenous events.

Again, LS Power appreciates the Commission's efforts to further wholesale competition,
and looks forward to seeing the resulting savings for South Carolina ratepayers.
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